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BUSINESS INVESTMENT POLICY George Terborgh* 


Washington: Machinery and Allied Products Institute, 1958. 260 pp. 
$10.00. ($8.00 


There widespread tendency the part top management 
regard investment analysis specialized problem handled 
subordinate officials down the line. This serious mistake. The 
execution policy can properly left, for the most part, subor- 
dinates, but its formulation and general supervision are the respon- 
sibility the high command. 

There are two principal requirements for good investment policy. 
The first reliable technique for assessing the merits individual 
investment proposals and for ranking them the order priority. 
The second good administrative setup provide management 
with timely and comprehensive information investment opportu- 
nities. 

What investment formula? The term “investment formula” 
does not refer ordinary mathematical expressions like the compound 
amount factor, the present worth factor the capital recovery factor. 
These expressions are merely tools for the mathematical processing 
data supplied the analyst. investment formula, the other 
hand, generates most the data processes. 


*Research Director, Machinery and Allied Products Institute. 
discount available. 
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Such formula provides prefabricated structure assumptions 
and projections which the analyst can use lieu the detailed year- 
by-year estimates otherwise required. When feeds into the neces- 
sary data, estimates, and stipulations for the case hand, yields 
precomputed solution the problem accordance with the assump- 
tion structure and the data supplied. 


must obvious that contrast the naive simplicity the 
traditional rule-of-thumb tests investment merit, investment 
formula elaborate and highly sophisticated contrivance. Intri- 
cate is, however, has the same basic function rule thumb: 
simplify the solution the problem. The future variables most 
analyses are too numerous, complex and unpredictable permit 
fully “realistic” solution. 


What are some the specifications formula should meet? 
must solve the right problem. Its assumptions must clear and 
explicit. must project future deterioration and obsolescence. 
must allow for differences service values. must allow for the 
income tax. must handle both present and future salvage values. 
must accommodate future capital additions. must adaptable 
wide range projects. must provide consistent ranking pro- 
cedure. must simple apply. 


The functions investment-analysis organization should perform 
are provide continuous and systematic review operations 
order spot investment opportunities, have reliable analytical 
technique for appraising these opportunities, maintain running 
inventory desirable projects ranked the order urgency, post- 
audit its own analyses. The successful performance these functions 
calls for specialist (or special staff) investment analysis. 


The main object business investment analysis help man- 
agement place the capital funds the company where they will 
the most good. Stated otherwise, rank investment proposals 
the order priority urgency. 


usually assumed that the priority ranking group proj- 
ects identical with their ranking “rate return.” This much 
too simple. supposes that each project has single and unique rate 
return locate its position the ladder. 

Basically there are two different kinds return from project, 
which shall call “absolute” and “relative.” The absolute return 
depends the excess the revenue generated the project over the 
operating costs incurred it. The relative return, the other hand, 
depends the difference between having the project and going 
without for specified period time. Here there may many 
rates return there are possible periods deferment. 

What management usually needs know whether there any 
period, however brief, for which advantageous without 
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disadvantageous continue without the project over longer intervals 
time. For the gain from the shorter deferment can realized with- 
out incurring the losses from the longer ones. 

The MAPI system measures the urgency project compared 
going without for one more year. derives after-tax return 
the net investment the project compared with this alternative. 

The question may asked, why one year? the first place, the 
one-more-year test line with prevailing practice. Second, has 
the merit unique simplicity. Finally, the assumption one-year 
deferment generally reasonable from practical standpoint. 

There are six instances which the analyst advised get 
decision from the “front office.” These decisions concern the follow- 
ing items: plant operating rate, tax depreciation method, tax rate, 
income projection pattern used (where the selection not left 
the analyst), tax treatment gains and losses from disposals, and 
treatment cumulative effects. Two further decisions are required 
the results the analysis are translated into return 
equity capital alone, and still another they are translated 
into return gross investment. These are the debt rate, the interest 
rate debt, and the after-tax return alternative investment. 

Management decisions required after the analysis stage include 
the ranking projects, the cutoff rate, and the cost financing. The 
determination priorities among investment proposals one the 
basic responsibilities top management. calls for knowledge, ex- 
perience, and judgment the highest order. For depends 
careful assessment the imponderables corporate policy and com- 
petitive strategy which investment formula can take into account. 

Once the final order project priorities established, you can 
cumulate the investment requirements from the top downward see 
how far your available capital funds will go. The rate return which 
they run out the cutoff rate. this rate high, you confront the 
question whether try get hold additional funds. Can you 
profitably bring new capital take advantage projects now ex- 
cluded? the rate low, the question whether take all the 
projects your present funds will finance. Can you advantageously use 
some your present capital for other purposes? 

general, there are four possible sources additional capital 
when company caught with high cutoff rate: reduction 
dividends, sale marketable assets, borrowing, equity flotation. 

careful review results investment analysis essential 
feature good practice, and pays off several ways. There first 
all check personal bias. systematic post-audit shows off- 
center results terms averages, the bias can corrected. sec- 
ond benefit from post-audit the psychological stimulus plant and 
process improvement. Thirdly, careful post-audit often results in- 
creased productivity. The audit reminds the production men that 
there was program for the project, and challenges them realize it. 


There hard and fast rule for the timing post-audit, but 
obviously the most logical point the end the period for which 
the performance the project has been estimated “first year 
project operation.” 


Investment analysis is, its nature, rough and ready operation, 
compounded assumptions, estimates, guesses, and hunches. While 
analytical systems and formulas can never more than aid 
judgment, what should claimable for investment system this. 
rationally contrived carry out clearly stated purpose: the 
ranking projects the order urgency. rests simplifying 
assumptions that are also clearly stated. can used therefore with 
full knowledge not only what aimed at, but what assumed; 
you can interpret and qualify the results accordingly. You can pro- 
ceed deliberately, and with your eyes open, from recognized point 
departure. submit that this better, any count, than floun- 
dering around the dark. 


Comment: the decade since Terborgh’s first book this subject 
was published (Dynamic Equipment Policy, 1949, McGraw-Hill), 
the increasing interest businessmen theoretically sound and 
workable technique for analyzing business investment decisions has 
put gleam many consultant’s eye. Not only are the decisions 
involved sometimes large, important ones, but there are also vast 
number individual “small” ones made each year, one 
which may involve more than few thousand dollars. These routine 
decisions need dealt with management reliable, con- 
sistent, and profitable basis. Just Terborgh’s original MAPI formula 
sounded the opening gong the struggle find better techniques 
making re-equipment decisions, this work signifies the end round 
which great progress has been made. The new analytical system 
described Business Investment Policy highly useful one that, 


can confidently predicted, will adopted large segment 
American industry. 


There are many features this book delight the nontechnical 
reader. The most momentous event the elimination all the unusual 
coined-for-the-occasion terminology that plagued the reader 
Dynamic Equipment Policy. This book understandable and inter- 
esting reading. Another plus must recorded for the organization 
material. Terborgh writing for audience with widely 
divergent interests, and knows it. The messages that are im- 
portant for the administrator, the policy questions and front-office 
decisions, well general discussion the problems construct- 
ing good investment formula, are set forth separate section 
the book. Those readers who are more technically inclined will find 
another section (and twelve appendices) describing the theory and 
application the new system. 
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Because the earlier MAPI formula widely known, appro- 
priate here mention briefly the major improvements incorporated 
into the new method. First, the results the analysis are now stated 
terms “urgency rating,” percentage representing the after- 
tax return investment earned the investment. Thus, 
potential investments analyzed the MAPI system can compared 
with alternative opportunities that are examined conventional 
“discounted cash-flow” techniques. Second, the new system provides 
greater flexibility its application providing series charts. 
From these the reader, after stating his own situation terms the 
income tax rate, depreciation method, estimate economic life, and 
income projection pattern, can read directly calculating factor that 
will allow him reflect all those items his analysis with one simple 
multiplication. 

The biggest contribution this book, and the way differs most 
markedly from other approaches, its emphasis the “one-more- 
year test.” The MAPI formula forces recognition the fact that, 
because physical deterioration and technological obsolescence, the 
machine you buy today will not its job year from now efficiently 
the new machine available that time will the same job. Thus, 
the investment decision for equipment replacement projects whether 
replace now defer replacement some later date. This 
realistic pair alternatives, and Terborgh’s suggestion maintain- 
ing continuing inventory investment opportunities followed, this 
system should provide major assistance improving the timing 
replacement decisions. 

The most fault the system Terborgh presents it, 
however, that claims too much for it. The “discounted-cash- 
flow” method analysis advocated Joel Dean and other writers 
has complete flexibility application that short-cut formula can 
improve, but the figure work required use this method may 
oppressive, particularly for smaller investments. The value Ter- 
borgh’s formula that automatically brings certain factors (such 
declining income pattern) into the instead tempting 
the analyst ignore them means simplifying the discounted- 
cash-flow method. There danger that the MAPI method may 
overworked because the best formula available. Terborgh warns 
against this, and then goes illustrate how this system could 
used figure the return new plant. opinion, analysis 
real estate investments not appropriate application the MAPI 
method because the assumption annual reduction earnings from 
the investment probably not valid such situations. However, 
when the use the formula restricted investments machinery, 
other situations where careful study indicaies that the facts are 
compatible with the MAPI assumption, this new method constitutes 
powerful, practical tool for the analyst.— Richard Vancil, In- 
structor Business Administration. 
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FORWARD LOOK MANAGEMENT DEVELOPMENT 


Robert Greenleaf* 


In: Addresses Industrial Relations, 1958 Series. Ann Arbor: Bureau 
Industrial Relations, University Michigan, 1958. Chapter 
pp. $4.50. Copies this Chapter available for $.50 each. 


Businesses that aspire sound long-run future must better 
with management development, i.e. more the people who are 
potentially capable becoming managers must actually become 
capable performers, and shorter period time. For business 
have adequate assurance now that will able meet this require- 
ment the future, something more than what usually thought 
“management development program” will required. The “some- 
thing more” change thinking, better way looking the 
problem. When thinking right, the actions and devices take their 
proper places without much difficulty. 

The first real step toward “right thinking” asking the right 
questions. The following are few that need asked: 

business getting the people needs and wants? How 
the company viewed the people would like hire? the selec- 
tion process discriminating enough bring those best suited and 
reject others? 

Are the formative years promising young people being used 
that, quickly adequate preparation will permit, get into job 
that requires management decisions the direction people, prefer- 
ably both. 

people assume responsibility for their own growth? set 
developmental opportunities will very stimulating unless each 
man accepts this basic responsibility. 

Are realistic about what teaching the knowledge and skills 
management require? Experience indispensable, but manage- 
ment like any other vocation. Some things about can taught. 

the search for new knowledge being used effectively the 
development managers? Involvement research management 
problems presents important growth opportunity. 

What the attitude the senior managers toward growth 
and change people? 

Are the bosses managers using work experience effectively 
for development? The development process can helped some 
thought given selecting the “right” boss for the manager needing 
development. 

Are the available incentives supporting the best possible man- 
agement development? Incentives can get twisted their administra- 
tion and lose much their effectiveness. fact, they can even operate 
negatively. 


*Director Personnel Research, American Telephone and Telegraph Co. 


performance management judged adequately? de- 
velop his best, every manager should judged comprehensive 
standards. 

10. there “breathing space” take the time and the things 
that develop people? develop managers organization must have 
enough people, enough resources and enough flexibility the right 
things with the right people the right time. 

11. When manager wants talk someone, there someone 
available talk to? Any effort organize this formally would 
futile. But company can develop the climate which the impor- 
tance person talking out his problems recognized. 

12. Are opportunities outside the business, i.e. interbusiness 
groups, community affairs and courses, being used effectively devel- 
oping managers? 

13. the work organized aid development? Work should 
give broad enough scope that the employee can feel responsible for 
results and have the satisfaction achievement when successful. 

14. Are making work sufficiently challenging? The impor- 
tant thing that the challenge growth continuous and that the 
man with potential see himself helping run business and not 
just tending isolated corner it. 

15. Are the goals company adequate? they encourage 
managers grow? 

The answers these fifteen questions should provide some basis 
for specific actions improve management development. They sug- 
gest the breadth thinking required the resources company are 
fully and effectively used the development people. 

For business that sees its future achievement terms develop- 
ing more and better managers, five major areas action are 

clear understanding the senior manager: his feeling 
responsibility, his attitudes, and his understanding what 
doing that will the determining factor the development young 
managers. 

Adequate staff support order assist the bosses potential 
managers watching the development subordinates and advise 
the senior manager how support this development. 

Effective formal classroom training where needed: such train- 
ing should not allowed become static. 

Learning operate less tradition and more theory and 
experiment: this means must extract and formulate principles from 
experience and test and then refine these principles. 

Compelling company goals: the business institution the mid- 
twentieth century needs view itself that both prudent and 
daringly experimental. 

The basic question should asking is: “What would like 
the future be?” For the future not some inevitable pattern 
demanding conform it. 
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HOW PROFIT FOREIGN MARKETS 


In: The Decision Makers: Case Histories Successful Management.* 
New London: The Bureau Business Practice, 1958. 180 pp. $10.00. 


Case History. Scripto, Inc. proof the profit that foreign 
markets offer American firms, even small firms. When President 
James Carmichael joined Scripto 1946, the company had one 
plant, Atlanta. Sales were running about million. Now the 
picture has changed. This year’s sales will reach estimated $25 
million. Plants are bustling four other countries Canada, Eng- 
land, Southern Rhodesia, and Australia. The foreign sales (Scripto’s 
products are marketed some 100 countries) represent about fourth 
Scripto’s total volume. 

Market building: joining Scripto, James Carmichael’s first 
step was expand production capacity fill huge post-war sales 
vacuum, and subsequently find ways maintain this high level 
production. Part this answer was aggressively expand domestic 
distribution and broaden the production line. Another part the 
answer was launch carefully planned program export selling 
which led naturally the establishment plants other continents. 


Management building: President Carmichael’s skill this area 
based key doctrine: the true test any top manager 
get the best out the people you have. Anyone can fire and hire 
attempt get better talent. But when you that, you usually 
throw away more than you get. The real executive takes the people 
has and develops them. 


find out the methods Carmichael uses market building and 
management building was interviewed length. Following are his 
comments operating business abroad, and general manage- 
ment problems. 


Though certainly complicated sell foreign markets, 
manufacture there, more complicated than operating do- 
mestically. The foreign market tremendously varied market, with 
huge potential. can absorb many very expensive products well 
low-cost items industrial products well consumer products. 
many cases, these sales can carry very good profits. 


One the biggest problems, and the problem calling for the most 
pre-planning, the difficulty getting your profits back dollars. 
American concern should make definite arrangement advance 
concerning the conditions under which can take dollar profits out, 
how much profit can taken out dollars, and on. For example, 
because were unable get permits and dollar exchange for ship- 
ping our goods into the Sterling area, made written application 
the Bank England and the Board Trade, expressing our desire 


*The Decision-Makers based the series, New Kind 
Manager,” which appears Management Methods magazine. 


manufacture England. told them how many people would 
employ, the size the payroll, and how our operation would benefit 
exchange, asked for the right take our profits 
out dollars. result these hearings, were given ruling 
favor our proposal. 

order acquire know-how foreign operations, company 
should take small steps before taking the big ones. For example, 
opened small plant Canada 1950. launched primarily 
pilot teach ourselves how operate away from 
Atlanta, and test our skills managing international business. 

Though our foreign expansion program has been definitely han- 
dled planned basis, have remained flexible enough deal 
with special opportunities and special problems. Though started 
build plant England, switched our plan and acquired 
company making mechanical pencils. The acquisition was particu- 
larly appealing because the company brought with its own subsidiary 
operation Southern Rhodesia. This gave opportunity 
establish beachhead Africa. 

has been our plan operate only English-speaking coun- 
tries because the ramifications that language difference reflects. 
Spanish-speaking country, for example, the ways doing business 
and the legal system may drastically different from what are 
used here. 

One the first criteria that enters into site selection the neces- 
sity for home market able sustain our operation. 
don’t want build plant country where will have 
export out the country make the plant break even. This doesn’t 
mean that not export other countries from our foreign plants, 
but insist that our plants self-sustaining their own home 
markets. 

The biggest pitfall avoid when moving into foreign markets 
inflexibility attitude. You have willing accept the country, 
its economy and its customs they are and fit your operation into the 
existing scheme things. 

Within the more general management area, way think- 
ing, the true test any top manager get the best out the 
people you have. the top man’s job display his confidence 
the people working under him, and inspire them with his confidence. 
Until you have given man every favorable chance what 
expected him, you haven’t done your job manager. 

The answer the problem molding individual management 
people into cohesive and coordinated group communications. 
think least big part the answer try keep everyone down 
least the foreman level directly informed what going on. 
the positive attitude have been able build throughout 
Scripto, result our emphasis communications, that has made 
possible for expand our economy world-wide proportions. 
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UNITED STATES MONETARY POLICY: ITS CONTRIBUTION PROSPERITY 
WITHOUT INFLATION 


New York: The American Assembly, Columbia University, 1958. 
224 pp. $2.00. 


Introduction: Contemporary Monetary Issues Neil Jacoby* 


Monetary policy can conceived embrace all measures under- 
taken the government affect the use money the public. 
narrower concept, however, customary American thinking: 
regulations the supply money (currency and bank deposits) 
through discretionary actions the United States Treasury and the 
Federal Reserve System. The present volume concerned primarily 
with monetary policies the latter strict sense. 

The purpose the introduction raise issues contemporary 
United States monetary policy that will considered the sym- 
posium original papers that follow: United States economic goals; 
the role monetary vs. fiscal and other economic policies; standards 
monetary management; selective vs. general monetary policies; 
lessons postwar monetary experience; limitations monetary policy; 
improving our monetary and strengthening present mone- 
tary controls. 


Tools and Processes Monetary Policy Ralph Young* 


growing economy the Federal Reserve System’s special con- 
cern foster financial climate favorable forces economic 
growth while maintaining relatively stable value for the dollar. 

regulating the reserve base the commercial banking system, 
the Federal Reserve System relies three interrelated instruments: 
open market operations, discount operations, and changes reserve 
requirements. Besides these general instruments, the 
selective controls influence credit markets the regulation stock 
market credit, and under special conditions, regulation consumer 
and real estate credit. 

The impact System monetary measures transmitted the 
economy large through the commercial banking system. Their im- 
mediate effect influence the availability and cost credit 
commercial banks. After short lag, reactions from the initial impulse 
pervade the economy. 


Money Supply and Stable Economic Growth Edward Shaw* 


The supply money any moment the sum all legal tender 
plus the sum all unused credits checking accounts. This money 


*Neil Jacoby Dean the Graduate School Business Administration 
the University California, Los Angeles. Ralph Young Director, 
Division Research and Statistics, Board Governors the Federal Reserve 
System. Edward Shaw Chairman the Department Economics, Stan- 
ford University. 


nominal money the face value the monetary system’s debt. 
Economists usually suppose, however, that real money, the pur- 


chasing power nominal money, that affects economic activity and 
welfare. 


The Congress, the Federal Reserve, and the Treasury have been 
preoccupied with the by-product our monetary system: credit. 
Their correct course would have been administer rules growth 
the amount money balances, then tackle the lesser issue 
what with the fall-out purchasing power. The course they 
pursue, however, prescribe rules for disposition purchasing 


power securities. Our monetary management has been credit- 
minded, not money-minded. 


The monetary system would greatly improved were put 
automatic pilot. The instructions fed into automatic 
monetary pilot are those which would lead the nominal supply 
money increasing the average rate growth demand for nominal 
money stable level commodity prices. 


There are six principal ways which automatic control would 
ensure continuous and stable growth: would lay the foundation for 
solvent and efficient payments mechanism, remove one hazard 
economic planning, avoid inflation and interruptions capital forma- 
tion that result when deflation applied remedy for inflation, 
create favorable environment for flexible individual prices and price 
relationships, diminish social conflict and develop orderly financial 
arrangements. 


Uses Selective Credit Control Arthur Smithies* 


selective credit controls meant action the governmental 
authorities control the terms and conditions which credit made 
available for particular purposes. discussion such controls should 
center two main questions: First, have selective controls any role 
play determining the desired speed and character American 
economic growth? Second, can selective credit controls serve 
instrumentality policy stabilize the rate economic growth? 

Since experience with selective credit controls for industry has 
been largely confined wartime, their effectiveness hard assess. 
Whether not have sufficient knowledge inter-industry relations 
use selective credit controls regulatory policy for normal times 
open question. 

Selective controls are needed not substitute for general con- 
trols but addition them. They are likely little avail 
unless the economy kept course steady growth. Selective 
controls have role modifying the character growth, and arrest- 
ing departures from it. 


*Arthur Smithies Professor Economics, Harvard University. 
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Postwar United States Monetary Policy Appraised 


Henry Wallich* 


Juxtaposition the two business cycles 1949-54 and 1954-58 
brings into focus important difference. the first cycle, the Federal 
Reserve System was able pursue two objectives concurrently 
high level employment and price stability. The second cycle seemed 
split this objective: the goal price stability appeared break 
away from that full employment. Critics the System’s policies 
feel that the goal price stability incompatible with full employ- 
ment, and that price stability enforced tight monetary restraint 
creates low-pressure economy that hostile growth. 

Though monetary policy has come long way, many problems 
still exist: monetary policy more powerful restrain than stimu- 
late; general credit controls, when long continued, become somewhat 
uneven their impact; growth non-bank financial intermediaries 
may have weakend the Federal Reserve’s grip the credit system. 
The weaknesses that monetary policy has displayed would counsel 
greater reliance upon fiscal policy. Far more work needs done 
upon fiscal policy, however, for this realistic goal. 


Monetary Policy and the Control the Post-War British Inflation 


Paish* 


The government may use three techniques check inflation. The 
first method, that restricting the rise income-creating expendi- 
ture means direct controls, depends for its success the 
ness the population work and sell exchange for money, part 
which they cannot spend. This method effective only long 
the people expect that they will soon allowed spend their involun- 
tary savings. 

The second principal method the use surpluses the govern- 
mental budget: money subtracted from incomes increased 
taxation reduced government expenditure, and used for repay- 
ment government debt. The third method affects not only the 
distribution money but also its aggregate quantity withdrawing 
money from incomes while permitting rise capital expenditures, 
withdrawing income and capital expenditures together, finally 
withdrawing initially only from capital expenditures. Through 
the use such controls, the postwar British inflation over. the 
absence new inflation the world whole, will need deliber- 
ate action the British Government re-start it. 


Limitations Monetary Policy Howard Ellis* 


The limitations ascribed the effectiveness monetary policy 
can listed follows: first, the greater emphasis upon income com- 
*Henry Wallich Professor Economics, Yale University and 
Assistant the Secretary the Treasury. Paish Professor Eco- 


nomics, the London School Economics the University London. Howard 
Ellis Flood Professor Economics, University California, Berkeley. 


pared assets the determination spending; second, the insensi- 
tivity investment changes interest cost; third, the possibility 
perverse responses the market changes Federal Reserve discount 
rates. Other obstacles are decidedly institutional: the development 
the Funds” market, the large national debt, the changes 
the velocity circulation money, Federal lending policies and 
the wage-price spiral. 

Judgments adverse monetary controls the basis the way 
they operate have involved objections: (1) the impact monetary 
control, the grounds social justice; (2) the destabilizing 
security values for the sake stabilizing prices and employment; and 
(3) the interest cost combating inflation through credit restriction. 

Monetary policy has been invested with plurality respon- 
sibilities making necessary inquire into the cost one objective 
terms another. appraising these instruments, one must remem- 
ber that probably impossible end upswing except risking 
down-swing, and that economic growth and progress come waves. 
Complete stability would cost excessively progress; not 
appropriate goal policy. 


Making Monetary Policy More Effective Albert Gailord Hart* 


There are number possibilities for readjusting our machinery 
monetary control. One such idea that reforming our monetary 


standard. addition, would seem minimum requirement 
that the quantity money should controllable; there seems 
considerable doubt whether this the case today. The basic 
control over the volume money exercised through the Federal 
Reserve’s legal reserve requirements checking deposits. However, 
our system reserve requirements was designed meet “run” 
depositors withdraw their funds. More appropriate the idea 
base reserve requirements not only the size bank’s deposits but 
their rate turnover. 

Selective general monetary policy has real possibilities 
contributing economic stability reducing fluctuations the pro- 
duction consumer durable goods, construction, and business inven- 
tories. But these possibilities must not exaggerated. The methods 
control urgently need revised. 


Comment: United States Monetary Policy: Its Contribution Pros- 
perity Without Inflation consists mainly seven excellent short papers 
prepared distinguished monetary scholars for the participants the 
Fourteenth American Assembly. The introduction, prepared Dr. 
Neil Jacoby, who planned and edited the series papers, poses the 
broader issues current United States monetary policy which are 
covered detail the individual papers. Also included the volume 
are the texts two addresses delivered the Assembly: the first, 


*Albert Gailord Hart Professor Economics, Columbia University. 
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“Monetary Politics,” Prescott Bush, Senator from Connecticut, the 
second, “Monetary Policy and the Threat Dr. Arthur 
Burns, former chairman the President’s Council Economic 
Advisors. The volume concludes with the Final Report the Assembly, 
which represents the general conclusions the participants the 
issues discussed. 

The issues United States monetary policy which are posed and 
ably discussed this volume are major public concern today. These 
are among the problems which the National Commission Money 
and Credit, recently established the Committee for Economic Devel- 
opment, will consider and which several committees the Congress 
will initiate continue investigations during the current session. The 
important structural changes which have taken place our economy 
during the course single rapid growth and 
geographical shifts population, the changed industrial structure, the 
expanded role government, the decreased flexibility prices and 
wages, the development and growth new financial institutions, 
mention only few have ratsed serious questions the adequacy 
monetary controls, either above harness with fiscal and debt 
management policies, cope with problems inflation, recession, 
and growth. 

The papers which comprise this volume were written back- 
ground material enable non-specialists understand and discuss 
effectively the central issues monetary policy. They fulfill this pur- 
pose admirable Bertrand Fox, Edsel Bryant Ford Pro- 
fessor Business Administration. 
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THE EMERGING FIELD ORGANIZATIONAL BEHAVIOR* 


review four new books with some personal reflections what they 
foretell for Business Administration 


Organizations, James March and Herbert Simon. New York: 
John Wiley Sons, Inc., 1958. 262 pp., $6.00. 

The Changing Organizational Behavior Patterns, Paul Lawrence. 
Boston: Division Research, Harvard Business School, 1958. 237 pp., 
$4.00. 

The Motivation, Productivity, and Satisfaction Workers, Zaleznik, 
Christensen, and Roethlisberger. Boston: Division Research, 
Harvard Business School, 1958. 442 pp., $6.00. 

Behavior Industrial Work Groups, Leonard Sayles. New York: 
John Wiley Sons, Inc., 1958. 182 pp., $4.75. 


recent years, many applied social scientists have increasingly focused 
their interests behavior patterns modern formal organizations. There 
are many differences training and purpose that distinguish these social 
scientists from one another; but when these people choose work together, 
sharing and using their differences and finding their similarities, they can rep- 
resent potent force the development and dissemination scientific meth- 
ods and knowledge. Such potent collaboration beginning take form 
around the rallying point social processes formal organizations. can 
now speak “the emerging field organizational behavior” refer that 
rallying point. identifying the field can point body knowledge 
which, although yet very small, growing and respectably systematic and 
coherent its essential outlines. can point methods research that 
have sufficient reliability for adding further the body knowledge. For 
the business administrator these developments the converging interests 
many social scientists, the refinement suitable research methods, the accumu- 
lation new body knowledge hold promises for both hope and despair 
the year ahead. 


special book review Prof. Ready, condensed from the “Books for the 
Businessman” section The Business Quarterly, Winter 1958, Vol. 23, No. (University 
Western Ontario, London, Ontario, $5.00 per year, $1.25 single copy). 
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Promises Hope 


the side hope the observation that formal organization 
significant focus for scientific study the 20th century. Organizational be- 
havior not idle “ivory tower” interest. Our modern civilization distin- 
guished, one major part least, the number and variety its formal 
organizations and also the size and complexity many those organizations 
have attained. Anyone who would study human behavior today its natural 
setting could hardly escape having take formal organization into account 
least some measure. The man men studied would take him 
tour from one formal organization another business, union, church, state, 
education, eleemosynary, and on. Even criminals are formally organized. 

addition their ubiquitousness, size, variety, and complexity, however, 
additional significance formal organizations described the specificity 
their influence over human behavior. Lawrence and March and Simon have 


stated this aspect significance well their books listed above. Lawrence’s 


these organizations are strategically position greatly 
influence human behavior for better worse. Large organizations, 
more than any other social units, have been the center for deliberate 
and conscious efforts plan and control man’s behavior, and with 
good reason. Organizations are big enough justify the costs 
careful planning behavior, and yet small enough encourage man 
the belief can see some results from his own efforts. And has 
also long been believed that those who would change man’s behavior 
are wise work his basic institutions the strategic leverage 
point.” 

Perhaps for far too long have left the tasks determining what 
influence these formal organizations will have business behavior the 
economists, accountants, and engineers people who are not experts the 
nature man. Many people believe that the way our business organiza- 
tions have been, and still are, abusing and misusing men and what natural 
men that wrecking our civilization today. One the major tasks the 
emerging field organizational behavior examine with precision and 
depth what business and other formal organizations truly are doing 
human beings and how they might better. 


Promises Despair 


For the researchers, the field organizational behavior makes unbeliev- 
able, rigorous demands their awareness and skill. These people must, for 
the most part, self-trained. only the rarest isolated instances are any 
our universities well-prepared handle the kinds “inter-disciplinary” and 
clinical-analytical-theoretical combinations training that skilled researcher 
organizational behavior must have. The patterns modern formally- 
organized education, other words, are inadequate the demands social 
scientists mid-20th century. That one finding suggested existing 
research organizational behavior. 

social scientists seek break through their traditional research orienta- 
tions devise the new methods and orientations demanded effective study 
formal organization, there will many mistakes, and many occasions for 
disillusionment and discouragement. Social scientists will have scien- 
tific about their science and about themselves they are about the territory 
formal organization they study their focus. The first promise despair 


stems from the size and complexity the undertaking and the self-awareness 
the field demands its students. 

For practicing administrators, the emergence the field organizational 
behavior promises comparably heavy demands. The easiest the demands 
will living with the mistakes the researchers, upsetting that will be. 
The hardest part will probably accepting the findings the researchers 
when they are right! (Remember the problems men affairs had accepting 
the conclusions Copernicus, Darwin, and Freud!) What many these 
new researchers are going some are saying this already that 
administrators must change considerably their ways thinking and acting 
are indeed avoid serious consequences collapse our whole civiliza- 
tion. This will probably the pill business leaders will have prepare them- 
selves swallow. 


Four New Books the Field 


All these observations and reflections are prompted the four books 
listed the beginning this review. The four books are about organiza- 
tional behavior, particularly business. They depict gropings not only for 
new methods research, but also what can with the methods already 
have. They show how researchers are breaking through (something much 
different than “breaking wisely noted Zaleznik-Christensen- 
Roethlisberger) traditional disciplines, but also how difficult the effort truly 
is. And they point the way toward some demands that are quite likely 
made business administrators the years ahead, and that are undoubtedly 
going very difficult for those men live with. 

Organizations March and Simon precise and rigorous survey 
the existing literature organization theory. March and Simon have reviewed 
theories that viewed members organizations primarily 
automators (“scientific management”), others that focused motivational 
and effective characteristics human behavior, and some recent theories 
cognitive processes They have restated the theories terms rigorous 
propositions and hypotheses. Most their effort will probably have little use 
any but the more rigor-minded the applied social scientists them- 
selves. The book makes rough going for any reader. shows how “really 
can get about organizational behavior, but also how cold and 
lifeless organization appears when reduced that one dimension human 
value. 

The Changing Organizational Behavior Patterns Lawrence is, 
contrast, thoroughly readable book. comparison with any the other 
three books here under review, Lawrence’s book, virtue its readability 
perhaps, may seem superficial. This probably risk any clinical case study 
runs, and Lawrence’s study that kind. For the clinical scientist, the pro- 
found found the ordinary. Ambition the patient control ambition. 
Knowledge 

Lawrence’s study was concerted effort small group executives 
“decentralize” their chain food supermarkets. The attempted change was 
essentially from kind benevolent autocracy the assumption many 
decision-making and information-supplying responsibilities employees “down 
the line” the organization. This story reported carefully and consider- 
able detail Lawrence. his final chapter comments generally the 
problem organizational change and the several dimensions human be- 
havior needs for social satisfaction and individual expression well the 


achievement organizational purpose that must taken into account for 
effective results. 

The Motivation, Productivity, and Satisfaction Workers Zaleznik, 
Christensen, and Roethlisberger is, this reviewer, most highly recommended. 
the other hand, this book will not easy reading for anyone unfamiliar 
with other literature the field organizational behavior. The Zaleznik- 
Christensen-Roethlisberger study combined clinical and analytical methods 
research. The book consists statements theories from which hypotheses 
were stated make some predictions about patterns membership, pro- 
ductivity, and satisfaction factory work group workers. This was 
powerful study, carefully designed, executed, and reported. merits careful 
and sincere study researchers organizational behavior and practicing 
administrators. (The authors tried address both groups.) But administra- 
tors should warned about one aspect the book: many the authors’ 
findings and their conclusions ask business managers turn 180 degrees 
their ways thinking about and acting toward the motivation, productivity, 
and satisfaction workers. 

The final book for review this group Behavior Industrial Work 
Groups Leonard Sayles. This reviewer regards Sayles’ study one 
the mistakes researchers organizational behavior can too easily make. 
Sayles interviewed large number business and union officials, asking them 
variety questions about different work groups their companies. 
quarrel with Sayles that interpreted his data data about behavior 
the work groups rather than data about business and union officials’ 
tions and evaluations behavior different work groups. There quite 
difference. Failure make that discrimination interpreting his data led 


him fairly one-dimensional view work group behavior and casual rela- 
tionships. essentially led him into equating grievance activity (is the group 
problem for management and for the union?) with behavior. This error 
obscured many useful conclusions that could otherwise drawn from his 
data. Sayles’ sin was being too impatient. tried with interview data 
more than could done. 


Conclusion 


business administrators, the developments the four books represent 
say: new field inquiry emerging that committed questioning all 
existing assumptions about human behavior formally-organized enterprises, 
i.e. business organizations. this inquiry gains momentum, doing 
rapidly, the intellectual and emotional understandings business administra- 
tors will taxed many ways. living through these consequences 
should remember two aspects the emerging field organizational behavior: 
first, the researchers have, particularly their clinically oriented repre- 
sentatives, one foot solidly the territory concrete experience the prob- 
lems and difficulties practicing administrators and findings and conclusions 
are not spun idly and irresponsibly the whims the researchers they 
can help it; and second, business administrators also have foot inside the 
door the researchers’ planning rooms, which administrators started when 
they first went the social scientists with questions “How .?” when 
they found the people their organizations not functioning their assump- 
tions told them those people should behave. 


Reapy, Associate Professor, University Western Ontario. 


THE CHANGING PHILOSOPHY MANAGEMENT Erwin Schell* 


Advanced Management, Vol. 23, No. 12, December 1958, pp. 


truly philosophic approach any procedure requires proof, 
for its validity self-evident. Likewise, philosophic approach 
management may well rest upon concepts whose clearness and sim- 
plicity infer obvious soundness. Such philosophy should accord 
with current realities order direct use, and order 
continuing usefulness, must contain living qualities inner 
growth and adjustment change which enable exist harmony 
with evolutionary and even revolutionary development. new philos- 
ophy management this type essential within the area man- 
agerial talents and skills corporate management remain 
control the rapid evolution present-day industry. 

examining currently significant managerial attributes one 
able see and discuss philosophic changes resulting from such 
elements industrial growth and complexity, mechanization, morale, 
and corporate objectives: 

Foresight The more rapid the accelerative change, the farther 
must the fore-look because the future more rapidly becomes the 
present. Therefore, proportionally more time top levels must 
assigned forward thinking. The new philosophical viewpoint here 
that the practical prophet who literally lives span time 
reaching from the present well into the distant days ahead who 
finds the world-to-be land future unreality the process 
becoming current reality. 

Today the power facts little questioned. 
The philosophic implications this area are profound. Periodic 
assemblage and dissemination facts are being replaced flow- 
patterns, whereby continuous data flow made available the 
decision-makers. This form current information-flow calls for new 
human abilities. The kind awareness that can accept, absorb and 
apply information such immediacy stems from dynamic percep- 
tiveness that catches facts the wing, and sees them immediately 
relation trends and changes. 


*Professor Emeritus and former head the Department Business and 


Engineering Administration, School Industrial Management, Massachusetts 
Institute Technology. 
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Adaptability The president more-than-billion-dollar com- 
pany was recently quoted saying that the close the next decade 
per cent his company’s output would products which 
there inkling today. The great change here basic shift 
philosophic approach. Only generation ago adaptability change 
was viewed distinctly dangerous executive attribute. Today 
recognize adaptability powerful resource. 

Alacrity Philosophic currents run deep whenever time, increas- 
ingly function competitive advantage, considered. The philos- 
ophy which has usefulness here that which sees alacrity promise 
human release rather than threat human initiative. 

Creativeness The philosophy innovation industry today 
requires our industrial establishments comb their personnel search 
employees with more than average creativeness and ingenuity. 
Moreover, group approach innovative opportunities being actively 
entire organization may stimulated contribute from 
its close knowledge the work. 

Constructiveness Constructiveness incorporates consistent de- 
sire the same thing better; short, improve. This concept 
the basic support the entire concept accelerative change; for 
without improvement such flux marks decline rather than 
advance. 

Persuasiveness The new philosophic approach adjustment 
accelerative change that the persuader who stands beside both 
parties issue with the desire find with them the solution their 
mutual problem. 

our exploration along the frontier corporate management 
completed, three great philosophic areas whose forms and boundaries 
one may only glimpse are apparent: first, now are confident that 
the future may persuaded reveal itself much greater degree 
than industry had expected. Second, are finding that, under 
the power the objective approach, our material world may yield 
far more its secrets than had ever thought possible. And 
finally, becoming clear that men industry possess talents and 
potentialities little realized capitalized upon. 


CORPORATE VIEW THE RESEARCH FUNCTION* Ora 


Stanford Research Institute Journal, Vol. No. 1958. pp. 38-43. 


Research has become big business and with growth research 
activity has come more intense research competition. economic 
force, almost raw material, and now accepted and necessary 
part every organization. Nevertheless, more difficult these days 
make the research dollar pay its way. New developments are becoming 


*Presented Stanford Research Institute’s Associates’ Research Manage- 
ment Tour, Minneapolis, June 1958. 


President charge Investment Research and Supervision, Key- 
stone Custodian Funds, Inc., Boston. 


less and less the sole property individual companies, competitive 
research often making new products competitive before the produc- 
tion plants are even completed. 

company research-based industry just has the re- 
search forefront, even though profits are sometimes harder make, 
content take uncomfortable back-seat position. Research 
both necessary and costly. Unless well conceived can become 
serious financial drain. 

Management must make the decisions the use corporate 
funds. must, therefore, have sound understanding where the 
corporation go, how plans get there, and where the various 
corporate functions, including research and development, fit into the 
whole picture. 

Once has decided what the place research be, then 
management must weigh its research-management responsibilities. 
must give proper attention several factors, which three major 
ones are: organization, programs, and measurement. 

Organization. Most boards directors receive periodic report 
research. But would not better someone who actually knew 
something about research were the board? 

Does top management give research appropriate spot the 
company’s organization chart the company’s over-all organiza- 
tion plan? Does the head research and engineering have appro- 
priate title and his position recognized? 

Internal friction major problem all company activities. 
What organizational device used coordinate and obtain support 
not only for engineering and research, but also give research and 
engineering the benefit the advice and counsel other departments 
the company? Adequate communication most important 
get the work the research department accepted with the least 
possible friction. 

Policies, Plans, and Programs. Before any major research program 
can undertaken, management must have written statement its 
research policies. must have definite idea the economic space 
proposes occupy. There must continuous process looking 
ahead five ten years. 

Management must have definite idea where its business 
stands today, where headed, and what areas its scientific, re- 
search, and engineering activities are limited. must know 
whether the areas its research covers are highly competitive fields 
areas where competition may not quite potent. 

Although new products are essential, just important 
have the sales force sell them, and the service force see that they 
work. Research, without the financial resources market the results, 

Evaluation and Measurement. fruitful field for research evalu- 
ation exploration company’s capital-expenditure budget. What 


percent the budget for the production new products? What 
percent for older products? What percent being spent just make 
keep the company competitive with others its business? All 
these checks give some hint the quality and the status com- 
pany’s engineering, research and development work. 

Research also has responsibilities the corporation. 

Organization. Research management must not only understand 
research, but must also understand business management functions. 

Plans, Programs. Research management, just company man- 
agement, needs written goal. needs budgets, plans, and programs 
all tied into the company’s master plans, but the same time more 
specific help the department accomplish its mission. 

Evaluation and Measurement. Research should know what its 
costs are and what contributing company profits. The research 
vice president can determine the number patents has developed, 
and its general prestige. must make these general evaluations 
well the financial measurements meet his corporate re- 
sponsibilities. 

have discussed what the financial business think about 
when try evaluate the importance company’s research 
the price its From our point view nothing more 
comforting than know that company which have in- 
vestment leader research and that the management the com- 
pany good hands. 


FUNDAMENTALS FEDERAL TAXATION Roswell MaGill* 


Proceedings the American Philosophical Society, Vol. 102, No. 
April 30, 1958, pp. 160-163. 


The recent history Federal Taxation history frustrated 
hopes for better tax structure and for lower tax rates. Our federal 
tax system the product series emergency actions Congress. 
Many special changes minutiae have been made over the years, but 
there has been special congressional review and appraisal the 
system whole the light recognized standards. This regarded 
too difficult and too little productive political gain. 

Three criteria well-designed tax system are Adequacy, Sim- 
plicity, and Fairness. 

One aspect Adequacy obvious tax system which does not 
raise the revenue the government has determined spend inade- 
quate. Related requirements are stability and flexibility. insure 
stability yield, there will need some diversity the forms 
taxes imposed, that the fiscal disappointments any one not 
completely demoralize the Treasury. flexible, there should 
room expand and thus produce more revenue when the need 
becomes urgent. 


*Partner—Cravath, Swaine Moore. 


second criterion Simplicity. tax system 
should simple and economical administer. should suffi- 
ciently intelligible that the common man knows what his tax burden 
is; and intelligent man can calculate the cost him govern- 
mental services. 

come third measure tax system: Fairness. Two 
theories have had great currency: that taxation should propor- 
tional benefits received, and that taxation should proportional 
ability pay. 

Taxation proportion benefits suggests that taxes are the 
compensation that citizens pay for the services they receive from 
government. Today, however, the benefits any one taxpayer receives 
are clearly unrelated the taxes pays individual. 

Taxation proportion ability pay has become modern 
slogan. fact, forms the principal basis for the high degree 
progressiveness our individual income tax today. 

Progression the individual income tax has now been carried 
about far arithmetically possible. Moreover, recent Tax 
Foundation study showed that steeply progressive rates are not worth 
while. From revenue standpoint, they diminish receipts instead 
expanding them. They distort economic activity influencing incen- 
tives and business motives, and they handicap economic growth. 

specious extension the thesis that income-tax rates should 
steeply progressive the idea that taxes should used, not merely 
raise the revenue the government needs for its operations, but 
serve other social purposes; particular, help distribute income 
and wealth differently from the way they are distributed the market 
place. Legislation this sort offends against each our standards for 
good tax system. 

Our federal tax system has serious defects when measured each 
the three common standards have applied. not quite 
adequate, though presently producing enormous revenues, for 
has little flexibility left meet additional demands. well devised 
produce great revenues when times are flourishing. Its productivity 
would greatly diminish, however, were business slow down and falter. 

The tax system highly complex. citizen can know with any 
accuracy the total tax payments making the federal govern- 
ment. far the income tax concerned, will find hard 
locate the law the various provisions that govern his individual 
liability, and can hardly grasp their meaning after finds them. 

The fairness the tax system open serious question. Scholars 
find our system disproportionate rates hard justify. 

there any possible escape from our difficulties? Most students 
will agree that overhaul the federal tax system overdue. 

There are not many possible new taxes which the federal govern- 
ment could adopt. The most likely one manufacturers’ excise tax 
flat rate. Such tax collectible from relatively few taxpayers; 


produces revenues bad times well good; relatively 
simple administration and free from litigation. 

The second basic need simplify our tax structure, particularly 
the income tax. Fundamentally, simplification here involves rate 
reduction all along the line, and drastic improvement the Internal 
Revenue Service. long income-tax rates are very high, 
demands for special exceptions and qualifications, equity 
plug loopholes, will inevitably continue. 

Finally, the first two steps can taken, the third, reduction 
income-tax rates, becomes possible even these troublesome times. 
Such reduction would enable the fairness the system greatly 
improved, reducing its complexity and eliminating some the 
present strains. 

easy dismiss suggested improvements quite impos- 
sible achievement the present state government. Congress 
much more likely follow the make-do policy. real interest 
more fundamental reform ever aroused, the spark will have 
come from such men you. 


THE GROWING MISSILE GAP Thomas Phillips* 
The Reporter, Vol. 20, No. January 1959, pp. 10-16. 


The “missile gap” period during which the Soviet Union has 
the means blunt much the power the West’s retaliatory bomber 
force, and during which has operational missiles such great 
numbers that cannot defend ourselves. contrast the Soviet 
Union, with operational missiles all possible useful ranges, the 
United States has operational ballistic missile with range more 
than two hundred miles. Nevertheless, administration officials have 
been busy denying the lag. 

Whether the bomber force, our present substitute for 
missiles and also our defense against them, can fill the missile 
gap the immediate future depends upon two questions: Can the 
Soviets, with surprise missile attack, destroy major portion the 
bomber force its bases? Will the Soviet air defenses cause 
such heavy losses the retaliatory bomber force that is, effect, 
neutralized? 

The Russians have thousands missiles, accurate within two- 
tenths one percent their range, emplaced and ready fire 
overseas bases. Air Force planners talk terms the loss 
seventy-five percent the aircraft overseas bases full-scale 
surprise nuclear attack. These conclusions are resulting whole 
new strategy war “minimum deterrence.” essence the theory 
admits that large portion our present forces cannot survive such 
attack, and thus must emphasize our ability destroy thirty 


*Brigadier General, (Retired). 


forty enemy cities with our residual force deterrent enemy 
attack. 

Why cannot the Allies wipe out Soviet missile bases from our 
overseas installations? Initially, our missiles are only three-quarters 
accurate and one-third powerful. Moreover, when one side has 
missiles and the other depends airbases which cannot hidden 
and can destroyed with relative ease, the situation the latter 
calamitous. 

The situation more favorable with regard SAC retaliatory 
bases the United States. Soviet intercontinental ballistic missiles now 
operational are too few number serious threat. official 
estimates Soviet production missiles are accurate, however, the 
threat will become serious within two years. 

There also real threat from submarine-launched ballistic 
missiles. The Soviet Union has fifty ballistic-missile-firing submarines 
which can launch missiles with range least 200 miles. However, 
ballistic missiles launched from submarines are present inherently 
inaccurate. 

The official conclusion drawn from these considerations, both 
the Soviet Union and the United States, that bombers are still 
needed where accuracy essential. For the United States, bombers 
have the job they can, but whether those that are left after 
missile attack are able penetrate their target the second vital 
question that determines the extent the missile gap. The Air Force 
has long been committed the thesis that the bomber always gets 
through. But has never been against anything like guided air- 
defense missiles. working frantically counter-radar measures, 
decoy missiles, some intercontinental and some carried bombers, 
bomber-carried 600- 800-mile ballistic missiles, diversionary 
tactics, saturating the control systems the defense, and finally 
preliminary destruction air defenses missiles clear relatively 
safe route. 

What now needed start closing the missile gap, build 
several times more missiles that already have been developed and are 
early production than are now planned. present reserve 
missiles are being provided that can fired after the first ones have 
been used up. like putting cannon into battle line with only 
one shell for fire. 

Recent successful developmental tests our ballistic missiles 
indicate that the hard work and expenditures the past three years 
are beginning pay off. But this should not blind the fact that 
operational ballistic missiles. The missile gap need not necessarily 
mean war. But when the Communists are certain that the West too 
weak and confused stand against them, crises may expected 


succeed each other orderly procession Communist expansion 
moves ahead. 
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THE INDIVIDUAL AND THE ORGANIZATION MODERN SOCIETY* 


Sir Walter 
Personnel Management, Vol. 40, No. 346, December 1958, pp. 214-220. 


Though one can see man’s future linked scientific and technical 
concepts and progress, one can just easily see future where Big 
Brothers are dominant, where brainwashing progressive technique 
and where man’s hopes, fears and emotions will placed the 
scientific dissecting table. Nevertheless, because there alterna- 
tive, one must commit oneself intensified scientific future with 
the hope that masterful administration will foresee this major trend 
and will take steps utilize fully its advantages while recognizing and 
anticipating its dangers. 

Many leading industrialists are now convinced that important 
field research exists individual man himself and his group rela- 
tionships. Certainly greater amount common ground being 
discovered between the technological and sociological research pro- 
grams, and the process, closer and more desirable integration 
being achieved between the various specialists. Are these trends 
the right direction? necessity, more research into man, either 
individual part group, must lead more rules, laws 
generalizations. management, man himself, becomes 
rounded facts and laws technology today, what room will 
left for the individual, the exceptional man? 

The solution may the better organization group objec- 
tives. The better our group management the more time should 
give exceptional people and problems. Therefore, managerial skill 
will involve the use scientifically proved techniques achieve 
majority acceptance, and the use exceptional skills achieve 
minority, personal acceptance. Summing up, the development 
social sciences and technologies tremendously important, but the 
greater use the scientific approach man and man-management 
will require greater balancing force, which perhaps another name 
for better personnel management. 

Surely, design better machines for better living, and develop 
better men enjoy it, the two will live together more effectively. But 
may have establish modified machine-man relationship. How 
much shall helped current research trends into technology 
and sociology? Though new and augmented research programs should 
provide new understanding, one important gap our current research 
programs will only filled when greater attention paid the 
problems organizing men the new machine environment. the 
new machine age, new laws and principles will emerge which may 
well expressed scientific rather than social human terms, 


*Presented before the Institute Personnel Management’s 1958 National 
Conference. 
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and translating service will needed make the considerable 
objective benefits understood and usable subjective man. 

The nature scientific outlook is, tradition, both specialist 
and objective. These trends make all the more important that 
balance and masterful administration preserved the face 
these scientific forces. Though there little evidence real decline 
the need for stronger visionary approach remaining faithful 
our beliefs and preserving our enthusiasm. 


LATIN AMERICA PERSPECTIVE Milton Vanger* 


The Yale Vol. 48, No. December 1958, pp. 229-243. 


Latin America has not attracted great deal attention from 
North Americans the postwar years. Yet important things have been 
happening there. The population growth the fastest the world. 
Military dictatorships are being overthrown. Latin America free 
from outside political control and thus American diplomacy should 
alert important opportunity. 

The fundamental problem for Latin America how speed 
economic development not disappoint increasingly 
aware population. 

The short-run difficulties are immense. Only importing sub- 
stantial amounts capital goods can Latin American nations expand 
their physical plants. Only exporting raw materials can they pay 
for imports. Land reform and expropriation foreign holdings, 
both popular internally, cut down exports. Recession the United 
States has disastrous effects Latin American raw material exports. 
Inflation defeats planning and infuriates the population. Political 
leadership faces problem really does not know how solve: 
can the nation’s productive capacity expanded and the demands 
the electorate satisfied the same time? 

The United States has been looking Latin America too much 
from the viewpoint anti-Communism. Communism is, fact, not 
present danger any Latin American country. Latin American 
Communists have almost insurmountable obstacle their attempts 
win followers, their obligation follow the party line unwavering- 
ly. Probably the Russians have never really expected Communism 
win the Western Hemisphere. Their objective more limited: 
create difficulties for the United States there. 

Throughout the Second World War, the United States made 
great efforts maintain close relations with Latin America. Latin 
America expected that once the war ended, the United States would 
give assistance postwar economic development. Instead, the Cold 
War diverted American attention and the Marshall Plan went else- 
where. Such was the origin Latin America’s disenchantment. 
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There are those who doubt the very concept behind Pan Ameri- 
canism, the assumption that the New World different from the Old. 
But even Pan American loyalties have become strained since the 
thirties, there still doubt that there are special ties historical, 
strategic, and economic. Most the world assumes that the United 
States has sphere influence Latin America. This assumption 
wrong, but still the reason Communists try embarrass the 
United States there, also the reason that American diplomacy 
should long since have become alerted its opportunity there. 
the United States can help these countries grow economically 
while leaving internal politics the Latin Americans, can show 
the world that American policy idealistic, not imperialistic, that its 
final end not profit seeking even anti-Communism, that the 
United States sees more prosperous Latin America step 
building better world. 

Nonintervention must emphasized. Latin American dictators 
rise not because the internal situations their countries; the 
United States does not install them and cannot expected oust 
them. But the real defense nonintervention moral. essential 
that the world knows that the United States takes hand internal 
Latin American politics. 

Old-fashioned Latin American dictators whose only promise 
order are dying breed. The best hope avoiding new mass-oriented 
dictators increase economic output and satisfy the mass 
electorate through democratic means. There the United States can 
give some assistance. Yet the two principal economic requests the 
United States, stable prices for Latin American exports and American 
capital contributions, have not been favorably received. 

The American recession dropped the export prices Latin 
American raw materials with sudden sharpness. With their economies 
geared increased import needs and unable pay for imports 
because low export prices, many these countries are going 
through the worst economic crisis the century. the United 
States expects Latin America act supplier must assure 
more stable market. This plausible argument, but severe objec- 
tions American price guarantees for Latin American exports 
exist. The best way for the United States improve prices for exports 
solve its own recession and doing increase its needs for 
Latin American products. 

None these objections applies American capital aid. 
the contrary, capital aid would translated into exports and would 
have immediate anti-recession effects. here that the United 
States has its best opportunity act. The costs are not magnitude 
strain United States’ resources. They would justified the high 
plain traditional American idealism, the belief that more pros- 
perous Latin America will step toward building better world. 

Latin America’s internal history since independence gives reason 


for considered optimism. Latin America may well alert the United 
States its real need relations with the underdeveloped world: the 
need for ultimate confidence sustain permanent policy the 
absence major crisis and the face intermittent vexation. 


OUR LONG-RUN INTERNAL PROBLEMS Theodore Yntema* 


Saturday Review, Vol. 42, No. January 17, pp. 18-24. 


When the Committee for Economic Development was founded 
1942 seemed obvious that the Committee’s research should focus 
sharply the problem high employment and production. Today 
not quite clear what the focus our efforts should be. Three 
great changes have taken place the past sixteen years. have 
gone long way towards solving the problems chronic mass un- 
employment and retarded economic progress. Russia has emerged 
great military and economic rival. and Russia have developed 
nuclear weapons incredible destructibility. 

result, international problems have become enormously 
more important. now have “affluent society,” and the problems 
more production and equitable distribution seem less urgent than 
they used be. the central problem economics has diminished, 
some secondary, internal problems have emerged. Among these are: 

Economic Provision for National Defense. cannot afford 
niggardly national defense; however, national defense should 
have substantially expanded and take larger share national 
income, difficult problems taxation would arise. 

Internal Adjustments International Developments. recent 
years, some countries have made phenomenal progress improving 
their production technology, increasing their scale operations, and 
reducing their costs. Among the effects abroad will shift 
terms international trade against and less-hard dollar. 

will take all the wisdom possess adopt sound international 
economic policies the years ahead. This situation will compli- 
cated the hard adjustments forced many industries loss 
foreign markets and inroads from foreign imports. 

Economic Growth: Increase Efficiency. The majority so- 
cial scientists hold that further increases productivity and leisure 
are highly desirable and worth striving for. 

There enormous vitality American business and enormous 
drive for expansion and increased efficiency. This will continue the 
decades ahead unless killed devastating war, our collective 
stupidity dealing with the problems depression, inflation 
taxation. 
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Depression. The stabilizing power pay-as-you-go taxes and 
transfer payments related unemployment not fully appreciated 
most economists. reverse downward cyclical movement all 
that necessary increase the demand for goods and services 
above the current supply. This the fiscal built-in stabilizers will cer- 
tainly do. 

Inflation. Inflation that arises from excess demand can dealt 
with monetary and fiscal measures. 

Cost-push inflation quite another thing. arises from the 
monopoly power raise wages and prices even the face re- 
ceding demand. 

The one essential condition for stability that lacking sufficient 
competition labor and business avoid cost-push inflation. Labor 
unions are monopolies established under the aegis law. They are 
given special protection and even immunities and privileges that 
are not accorded ordinary citizens. 

The only satisfactory way prevent cost-push inflation induced 
the monopoly power unions reduce that monopoly power. 

Bigness Business and Labor. business big only absolute 
terms and not relative effective competition from other firms, such 
bigness does not confer much economic power. If, however, bigness 
does confer substantial economic power, then problems arise. 
Should the big unit broken up, even means some loss ef- 
ficiency, dissipate such power? Should subjected formal 
government control? 

The benefits and losses resulting from various solutions are much 
doubt and appraised differently different people. Doctrinaire 
analysis and abstract standards are giving way concepts work- 
able competition competition that all the circumstances will 
produce the best economic and social results. 

The Role Government the Economy. becoming fashion- 
able some quarters argue that increase government services 
more needed than increase goods and services supplied 
business. 

These arguments should, however, required meet the test 
benefits society excess costs incurred. Those arguing for 
large expansion government activity are not much concerned about 
the adverse effects increased taxes incentives for economic ex- 
pansion. cannot share their optimism. When tax rates pass the 
per cent mark, erosion after-tax income, and thus economic in- 
centive, proceeds rapidly accelerating rate. 

Adaptations Population Growth and Movement. The in- 
crease population, together with the movements the suburbs will 
intensify greatly the problems pure water supply, traffic congestion, 
proper land use, and the provision schools, hospitals and other 
services. There can doubt that the increase population will 
reduce the rate improvement our standard living. 


RECRUITING FOR POTENTIAL EXECUTIVES 


Education. all the problems and needs education, the one 
believe most critical education for citizenship. This involves moral 
education well the acquisition knowledge. all organized 
adult life there are great, unexploited opportunities for education and 
development the individual. 

The Preservation Economic Institutions that Support Our 
Freedoms. The free market dissipates and obviates the need for per- 
sonal power the allocation resources and the distribution the 
power. the free market superseded price control, the result 
will conflict and chaos that ultimately will yield dictatorship. 


This not note despair, but rather suggestion that have 
work do. 


Acme Reporter, Number 1958 Series. 


Businessmen who wonder why the best college graduates are not 
seeking out their companies have nobody blame but themselves. 
The days sitting back and welcoming the job hunters are gone for- 
ever. Now, selecting, soliciting, and hiring top manpower require 
careful planning just like any other business activity, and the com- 
panies that are doing the best job will reap the richest harvests. 

What are some the important steps skillful recruiting 
program? 

Executives from the upper echelons should close observers 
not actual participants the programming executive recruit- 
ment. Any blueprint for the use and training new men will 
meaningless unless accurately portrays the needs the firm. 

Estimates company’s needs cannot foolproof, but they 
should nevertheless realistic. There gain hiring large 
numbers young college graduates, only let them within few 
years because there place for them. 

Having decided how many people are needed, the wise company 
goes select the specific institutions approached. Veteran 
recruiters urge that the field narrowed down finely possible; 
seems wiser pick out few institutions and concentrate hard 
them, rather than tap large number lightly. Learning all the ins 
and outs student body and particular college easy task. 

efficient recruiting organization essential. Too many firms 
have jerry-built structures which depend upon which executive happens 
making trip near particular school convenient time. 
Few topics have stirred such wide differences opinion choos- 
ing the recruiter. But all agree that the caliber the individual 
very important. all intents and purposes the company the 
eyes the student. 

Prepare good literature. Brief summary sheets company infor- 
mation and, most important, well-written, challenging, specific job 
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descriptions should back general material. Men who are scanning 
company brochures want clear-cut idea the positions which are 
being filled. 

The best advice about salaries that company should keep 
flexible possible, least during the early recruiting period. 
recruiter should feel pressed indicate the exact starting salary avail- 
able particular man, long can and will quote the appro- 
priate base figure for the applicable degree and the basis computing 
the additive structure. 

All planning and preparation reach climax the interviews. 
The businessman should not surprised the applicants start inter- 
viewing him. And, course, any candidate interested enough ask 
about the company also anxious know what the next step is. 
Should make any further moves, wait until approached 
again? clear-cut statement about such details leaves good 
impression. 

This kind program may soon prove only the barest mini- 
mum for companies whose needs are continuous and sizable. The 
danger that executives will not use their imaginations and manage- 
ment skill this important area company policy, but will try 
rely instead higher and higher starting salaries. 


THE TWO FACES OUR FUTURE ECONOMY John Lewis* 


Business Horizons, Vol. No. Winter 1958-1959, pp. 28-37. 


The future the economy Janus-faced. From domestic 
perspective, may look little fatuous, but still smiles benignly. 
Widen our awareness the world around, however, and the face 
the future positively scowls. But doing, poses some exciting 
challenges. 

discussing the domestic issue, the popular projections con- 
tinuing growth the productive capacity the American economy 
can taken somewhat seriously. The question then becomes: What 
are some the implications continuing average annual increase 
labor productivity 2-3 per cent for several decades yet 
come? conventional standards, most the fruits continuing 
economic progress should eminently desirable. The persistence 
productivity should virtually eliminate poverty from the domestic 
scene. However, may not the appetite for goods and services all 
levels become progressively jaded they become more opulent? this 
so, the key business function during the coming generation will 
that marketing. stay economically healthy, Americans must 
force themselves gobble more consumer goods and services than 
they would left their own devices. 

the other hand, the economy may decide favor substan- 
tially more leisure. Though such minimization physical toil has 
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been ageless human goal, may aggravate certain problems. The 
need tap large pools labor will less important factor 
determining industrial location. Also, long-term decline the power 
organized labor the United States may result, since manual labor 
within fabricating and processing industries will the first 
automized. Finally, the successful digestion large increments 
leisure the next few decades will require some reweighing con- 
ventional values the United States; for example, prestige will 
longer governed how one plays one’s occupational role. 

Actually the question leisure may little premature even 
for the United States when one considers the influences beyond our 
economic borders. The question that holds the key the Ameri- 
can economy’s future the simple question survival: Can the 
nation marshal its productive potential facilitate adjustments abroad 
that can achieve security for what presently the most privileged 
society revolutionary world? 

The most obvious implication for the American economy the 
necessity maintain enough military strength keep stalemate. 
the long run, however, avenues national survival, other than 
stalemate, must found. One possibility direct lessening the 
tensions between the principal parties. However, this may long 
way off. Rather, must rely principally another more immediate- 
accessible route survival: the economic. Within this area, the 
most crucial arena economic competition that economically 
underdeveloped countries. 

basic fact threatening the security the American econo- 
the insistent demand for material improvement 
economically poorer people. virtually every Asian, African, and 
Latin American country socially controlling leadership has been 
indelibly infected with the demand for development. Moreover, there 
drive nationalism which itself reaction against Western 
colonialism. Along with this development, there has been spreading 
knowledge Western technology and belief its transplantability. 
Finally number the Asian countries have decided assume con- 
siderably larger national defense burdens. Even with heavy 
assistance these undertakings make significant claims local resources. 

Though this place attempt any comprehensive outline 
all the factors that may needed achieve the kind economic 
expansion for which these forces create urgent demand, two require- 
ments are: heavy import and propagation technological skills 
(adapted local resource availabilities), and capital formation. 
Here the Soviet-Western contest reappears. the West wants 
preserve for the underdeveloped, uncommitted countries the oppor- 
tunity build reasonably liberal institutions, presumably must fur- 
nish partial substitute for the margin “agony capital” which 
communist system could extract from the hides the masses. How- 
ever, capital, useful, must packaged together with skills and 
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internal reforms. All the obstacles which face such program are 
only obstacles, not roadblocks, effective public and private American 
efforts guide world economic development into channels that 
not threaten Western survival. 


YOU CAN’T AUTOMATE MESS FIRST YOU HAVE GET ORGANIZED 


Harold Wood 


Management and Business Automation,* Vol. No. January, 1959, 
pp. 38-39, 46. 


The command, “Let’s automate!” can initiate orderly attack 
the paperwork burden and result better operating efficiency for 
the entire organization. the other hand, the same command can 
add costs and chaos already confused operation. The difference 
lies with the conditions that existed prior automation. 

The company where paperwork, though problem, continues 
move systematic fashion will readily behold the benefits busi- 
ness automation. The company that backlogged and mired with 
paperwork that its entire operation impaired may find automation 
just additional burden. You can’t add machines system that 
has already collapsed. 

Many companies, both large and small, have failed place the 
responsibility for such functions systems, procedures and forms 
control the proper level the organization. They allowed systems 
and procedures become part-time effort the office manager; 
forms control has become matter assigning number rather than 
restraint additional paperwork. This appalling situation 
when one considers that the annual outlay money for salaries, equip- 
ment and general overhead for processing paperwork is, many cases, 
major share the expense dollar. 

Before taking the first step toward automation, management 
should fully aware the importance delegating the responsibility 
and authority for the initial study person with adequate training 
and both educational and practical background. assumed that 
every organization has such man. doesn’t, automation prob- 
ably not the answer that firm’s problems. 

Without proper planning, paperwork automation may just speed 
management into even greater area costs and confusion. 


*Management and Business Automation new magazine published 
monthly the Office Appliance Co., 600 Jackson Blvd., Chicago Illinois. 
The other articles Vol. No. are “American Airlines Automates Reser- 
vations For the Jet Arnold Keller, Automates En- 
gineering “Recorder Charts Machine Use,” ‘Invoice Inside:’ The 
Magic Push Button Inventory Control” Eugene Whitmore, “Nine 
Ways Avoid Headache,” and “TV Business Machine.” 
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